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§694.11

§694.11 What is the maximum indirect
cost rate for an agency of a State or
local government?

Notwithstanding 34 CFR 75.560-75.562
and 34 CFR 80.22, the maximum indi-
rect cost rate that an agency of a State
or local government receiving funds
under GEAR UP may use to charge in-
direct costs to these funds is the lesser
of—

(a) The rate established by the nego-
tiated indirect cost agreement; or

(b) Hight percent of a modified total
direct cost base.

(Authority: 20 U.S.C. 1070a-21 to 1070a-28)

[656 FR 24760, Apr. 27, 2000. Redesignated at 75
FR 65798, Oct. 26, 2010]

§694.12 Under what conditions do
State and Partnership GEAR UP
grantees make section 404E schol-
arship awards?

(a)(1) State Grantees. All State grant-
ees must establish or maintain a finan-
cial assistance program that awards
section 404E scholarships to students in
accordance with the requirements of
§694.13 or §694.14, as applicable.

(2) Partnership Grantees. Partnerships
may, but are not required, to award
scholarships to eligible students. If a
Partnership awards scholarships to eli-
gible students pursuant to section 404E
of the HEA, it must comply with the
requirements of §694.13 or §694.14, as
applicable.

(b)) Section 404E scholarship awards
for grantees whose initial GEAR UP grant
awards were made prior to August 14,
2008. A State or Partnership grantee
making section 404E  scholarship
awards using funds from GEAR UP
grant awards that were made prior to
August 14, 2008, must provide such
scholarship awards in accordance with
the requirements of §694.13 unless it
elects to provide the scholarships in ac-
cordance with the requirements of
§694.14 pursuant to paragraph (b)(2) of
this section.

(2) Election to use §694.14 requirements.
A State or Partnership grantee making
section 404E scholarship awards using
funds from GEAR UP grant awards
that were made prior to August 14,
2008, may provide such scholarship
awards in accordance with the require-
ments of §694.14 (rather than the re-

34 CFR Ch. VI (7-1-13 Edition)

quirements of §694.13) provided that
the grantee—

(i) Informs the Secretary, in writing,
of its election to make the section 404E
scholarship awards in accordance with
the requirements of §694.14; and

(ii) Such election does not decrease
the amount of the scholarship prom-
ised to any individual student under
the grant.

(c) Section 404E scholarship awards for
grantees whose initial GEAR UP grant
awards were made on or after August 14,
2008. A State or Partnership grantee
making section 404E  scholarship
awards using funds from GEAR UP
grant awards that were made on or
after August 14, 2008, must provide such
scholarship awards in accordance with
the requirements of §694.14.

(Authority: 20 U.S.C. 1070a-25)
[75 FR 65799, Oct. 26, 2010]

§694.13 What are the requirements
concerning section 404E scholar-
ship awards for grantees whose ini-
tial GEAR UP grant awards were
made prior to August 14, 2008?

The following requirements apply to
section 404E scholarship awards for
grantees whose initial GEAR UP grant
awards were made prior to August 14,
2008 unless the grantee elects to pro-
vide such scholarship awards in accord-
ance with the requirements of §694.14
pursuant to §694.12(b)(2).

(a)(1) The maximum scholarship
amount that an eligible student may
receive under this section must be es-
tablished by the grantee.

(2) The minimum scholarship amount
that an eligible student receives in a
fiscal year pursuant to this section
must not be less than the lesser of—

(i) 75 percent of the average cost of
attendance for an in-State student, in
a four-year program of instruction, at
public institutions of higher education
in the student’s State; or

(ii) The maximum Federal Pell Grant
award funded under section 401 of the
HEA for the award year in which the
scholarship is awarded.

(3) If an eligible student who is
awarded a GEAR UP scholarship at-
tends an institution of higher edu-
cation on a less than full-time basis
during any award year, the State or
Partnership awarding the GEAR UP
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scholarship may reduce the scholarship
amount, but in no case may the per-
centage reduction in the scholarship be
greater than the percentage reduction
in tuition and fees charged to that stu-
dent.

(b) Scholarships provided under this
section may not be considered for the
purpose of awarding Federal grant as-
sistance under title IV of the HEA, ex-
cept that in no case may the total
amount of student financial assistance
awarded to a student under title IV of
the HEA exceed the student’s total
cost of attendance.

(c) Grantees providing section 404E
scholarship awards in accordance with
this section—

(1) Must award GEAR UP scholar-
ships first to students who will receive,
or are eligible to receive, a Federal
Pell Grant during the award year in
which the GEAR UP scholarship is
being awarded; and

(2) May, if GEAR UP scholarship
funds remain after awarding scholar-
ships to students under paragraph (c)(1)
of this section, award GEAR UP schol-
arships to other eligible students (i.e.,
students who are not eligible to receive
a Federal Pell Grant) after considering
the need of those students for GEAR
UP scholarships.

(d) For purposes of this section, an
eligible student is a student who—

(1) Is less than 22 years old at the
time of award of the student’s first
GEAR UP scholarship;

(2) Has received a secondary school
diploma or its recognized equivalent on
or after January 1, 1993;

(3) Is enrolled or accepted for enroll-
ment in a program of undergraduate
instruction at an institution of higher
education that is located within the
State’s boundaries, except that, at the
grantee’s option, a State or Partner-
ship may offer scholarships to students
who attend institutions of higher edu-
cation outside the State; and

(4) Has participated in activities
under §694.21 or §694.22.

(e) A State using a priority approach
may award scholarships under para-
graph (a) of this section to eligible stu-
dents identified by priority at any time
during the grant award period rather
than reserving scholarship funds for

§694.14

use only in the seventh year of a
project or after the grant award period.

(f) A State or a Partnership that
makes scholarship awards from GEAR
UP funds in accordance with this sec-
tion must award continuation scholar-
ships in successive award years to each
student who received an initial schol-
arship and who is enrolled or accepted
for enrollment in a program of under-
graduate instruction at an institution
of higher education.

(Authority: 20 U.S.C. 1070a-21 to 1070a-28)
[75 FR 65799, Oct. 26, 2010]

§694.14 What are the requirements
concerning section 404E scholar-
ship awards for grantees whose ini-
tial GEAR UP grant awards were
made on or after August 14, 2008?

The following requirements apply to
section 404E scholarship awards pro-
vided by grantees whose initial GEAR
UP grant awards were made on or after
August 14, 2008 and any section 404E
scholarship awards for grantees whose
initial GEAR UP grant awards were
issued prior to August 14, 2008, but who,
pursuant to §694.12(b)(2), elected to use
the §694.14 requirements (rather than
the §694.13 requirements).

(a)(1) The maximum scholarship
amount that an eligible student may
receive under section 404E of the HEA
must be established by the grantee.

(2) The minimum scholarship amount
that an eligible student receives in a
fiscal year must not be less than the
minimum Federal Pell Grant award
under section 401 of the HEA at the
time of award.

(3) If an eligible student who is
awarded a GEAR UP scholarship at-
tends an institution of higher edu-
cation on a less than full-time basis
during any award year, the State or
Partnership awarding the GEAR UP
scholarship may reduce the scholarship
amount, but in no case may the per-
centage reduction in the scholarship be
greater than the percentage reduction
in tuition and fees charged to that stu-
dent.

(b) For purposes of this section, an
eligible student is a student who—

(1) Is less than 22 years old at the
time of award of the first GEAR UP
scholarship;
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